Internal Revenue Service, Treasury

years beginning after December 31,
1974.

[T.D. 7744, 45 FR 85735, Dec. 30, 1980; as
amended by T.D. 8041, 50 FR 30817, July 30,
1985]

§1.527-9 Special rule for principal
campaign committees.

(a) In general. Effective with respect
to taxable years beginning after De-
cember 31, 1981, the tax imposed by sec-
tion 527(b) on the political organization
taxable income of a principal campaign
committee shall be computed by multi-
plying the political organization tax-
able income by the appropriate rates of
tax specified in section 11(b). The polit-
ical organization taxable income of a
campaign committee not a principal
campaign committee is taxed at the
highest rate of tax specified in section
11(b). A candidate for Congress may
designate one political committee to
serve as his or her principal campaign
committee for purposes of section
527(h)(1). If a designation is made, it
shall be made in accordance with the
requirements of paragraph (b) of this
section. A candidate for Congress may
have only one designation in effect at
any time. Under 11 CFR 102.12, no polit-
ical committee may be designated as
the principal campaign committee of
more than one candidate for Congress.
Further, no political committee that
supports or has supported more than
one candidate for Congress may be des-
ignated as a principal campaign com-
mittee. No designation need be made
where there is only one political cam-
paign committee with respect to a can-
didate.

(b) Manner of designation. If a can-
didate for Congress elects to make a
designation under section 527(h) and
this section, he or she shall designate
his or her principal campaign com-
mittee by appending a copy of his or
her Statement of Candidacy (that is,
the Federal Election Commission Form
2, or equivalent statement that the
candidate filed with the Federal Elec-
tion Commission under 11 CFR
101.1(a)), to the Form 1120-POL filed by
the principal campaign committee for
each taxable year for which the des-
ignation is effective. This designation
may also be made by appending to the
Form 1120-POL statement containing
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the following information: The name
and address of the candidate for Con-
gress; his or her taxpayer identifica-
tion number; his or her party affili-
ation and the office sought; the district
and State in which the office is sought;
and the name and address of the prin-
cipal campaign comittee. This designa-
tion shall be made on or before the due
date (as extended) for filing Form 1120-
POL. Only a candidate for Congress
may make a designation in accordance
with this paragraph.

(c) Manner of revoking designation. A
designation of a principal campaign
committee that has been filed in ac-
cordance with this section may be re-
voked only with the consent of the
Commissioner. In general, the Commis-
sioner will grant such consent in every
case where the candidate for Congress
has revoked his or her designation in
compliance with the requirements of
the Federal Election Commission by
filing an amended Statement of Orga-
nization or its equivalent pursuant to
11 CFR 102.2(a)(2). In the case of the
revocation of the designation of a prin-
cipal campaign committee by a can-
didate followed by the designation of
another principal campaign committee
by such candidate, for purposes of de-
termining the appropriate rate of tax
under section 11(b) for a taxable year,
the political organization taxable in-
come of the first principal campaign
committee shall be treated as that of
the subsequent principal campaign
committee. In a case where consent to
revoke a designation of a principal
campaign committee is granted and a
new designation is filed, the Commis-
sioner may condition his consent upon
the agreement of the candidate for
Congress to insure compliance with the
preceding sentence.

[T.D. 8041, 50 FR 30817, July 30, 1985]
HOMEOWNERS ASSOCIATIONS

§1.528-1 Homeowners associations.

(a) In general. Section 528 only ap-
plies to taxable years of homeowners
associations beginning after December
31, 1973. To qualify as a homeowners as-
sociation an organization must either
be a condominium management asso-
ciation or a residential real estate
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management association. For the pur-
poses of Section 528 and the regulations
under that section, the term home-
owners association shall refer only to an
organization described in section 528.
Cooperative housing corporations and
organizations based on a similar form
of ownership are not eligible to be
taxed as homeowners associations. As a
general rule, membership in either a
condominium management association
or a residential real estate manage-
ment association is confined to the de-
velopers and the owners of the units,
residences, or lots. Furthermore, mem-
bership in either type of association is
normally required as a condition of
such ownership. However, if the mem-
bership of an organization consists of
other homeowners associations, the
owners of units, residences, or lots who
are members of such other homeowners
associations will be treated as the
members of the organization for the
purposes of the regulations under sec-
tion 528.

(b) Condominium. The term condo-
minium means an interest in real prop-
erty consisting of an undivided interest
in common in a portion of a parcel of
real property (which may be a fee sim-
ple estate or an estate for years, such
as a leasehold or subleasehold) to-
gether with a separate interest in space
in a building located on such property.
An interest in property is not a condo-
minium unless the undivided interest
in the common elements are vested in
the unit holders. In addition, a condo-
minium must meet the requirements of
applicable state or local law relating to
condominiums or horizontal property
regimes.

(c) Residential real estate management
association. Residential real estate
management associations are normally
composed of owners of single-family
residential units located in a subdivi-
sion, development, or similar area.
However, they may also include as
members, owners of multiple-family
dwelling units located in such areas.
They are commonly formed to admin-
ister and enforce covenants relating to
the architecture and appearance of the
real estate development as well as to
perform certain maintenance duties re-
lating to common areas.
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(d) Tenants. Tenants will not be con-
sidered members for purposes of meet-
ing the source of income test under
section 528(c)(1)(B) and §1.528-5. How-
ever, the fact that tenants of members
of a homeowners association are per-
mitted to be members of the associa-
tion will not disqualify an association
under section 528(c)(1) if it otherwise
meets the requirements of section
528(c) and these regulations.

[T.D. 7692, 45 FR 26321, Apr. 18, 1980]

§1.528-2 Organized and operated to
provide for the acquisition, con-
struction, management, mainte-
nance and care of association prop-
erty.

(a) Organized and operated—(1) Orga-
nized. To be treated as a homeowners
association an organization must be or-
ganized and operated primarily for the
purpose of carrying on one or more of
the exempt functions of a homeowners
association. For the purposes of section
528 and these regulations, the exempt
functions of a homeowners association
are the acquisition, construction, man-
agement, maintenance, and care of as-
sociation property. In determining
whether an organization is organized
and operated primarily to carry on one
or more exempt functions, all the facts
and circumstances of each case shall be
considered. For example, when an orga-
nization provides in its articles of orga-
nization that its sole purpose is to
carry on one or more exempt functions,
in the absence of other relevant factors
it will be considered to have met the
organizational test. (The term articles
of organization means the organiza-
tion’s corporate charter, trust instru-
ments, articles of association or other
instrument by which it is created.)

(2) Operated. An organization will be
treated as being operated for the pur-
pose of carrying on one or more of the
exempt functions of a homeowners as-
sociation if it meets the provisions of
§§1.528-5 and 1.528-6.

(b) Terms to be interpreted according to
common meaning and usage. As used in
section 528 and these regulations, the
terms acquisition, construction, man-
agement, maintenance, and care are to
be interpreted according to their com-
mon meaning and usage. For example,
maintenance of association property
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